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INSTRUCTIONS: 
 Fill in your Name, Surname and Student Number on the cover 
page and your student number on each subsequent page. 
 You are allowed 5 minutes reading time before the assessment 
begins during which you should read the question paper and, if 
you wish, highlight and/or make notes on the question paper. 
However, you will not be allowed, under any circumstances, 
to start writing or use your calculator during this reading time. 
 This book consists of 27 pages (including cover page and 
appendix) 
 An appendix is provided at the back of the book for space to do 
your Section A calculations. Please note that your workings for 
Section A will NOT be marked. 
 Answer ALL questions in the spaces provided in THIS book. 
 Silent, non-programmable calculators may be used, unless 
otherwise instructed. 
 Answers with Tippex will not be marked. 
 Answers in pencil will not be marked. 
 Round all answers to TWO decimal places 
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SECTION A [30 MARKS] 
REQUIRED: 
Answer the following questions in this section by choosing the correct answer. Please 
indicate clearly the letter you have chosen in the dashed box provided next to each 
question header. 
All workings to this section to be done in the appendix (pages 24 to 27).  
Question 1.1 (1) 
The primary objective of management accounting is: 
 
 
 
 
A to provide shareholders and potential investors with useful information for 
decision making. 
B to provide banks and other creditors with information useful in making credit 
decisions. 
C to provide management with information useful for planning and control of 
operations. 
D to provide the relevant taxation authorities with information about taxable 
income. 
   
 
Question 1.2 
 
(1) 
As the volume of activity increases within the relevant range, the variable 
cost per unit 
 
 
 
A decreases. 
 
 
B decreases at first, then increases. 
 
 
C remains the same. 
 
 
D increases. 
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Question 1.3  (1) 
Mixed costs contain both 
 
 
   
A product and period costs. 
 
 
B fixed and variable costs. 
 
 
C direct and indirect costs.  
 
 
D controllable and uncontrollable costs. 
 
 
    
Question 1.4 
 
(1) 
Which of the following costs would be included as part of manufacturing 
overhead costs? 
  
   
A depreciation of plant equipment. 
 
 
B paint used for product finish. 
 
 
C depreciation on the corporation's office building. 
 
 
D paper used in the production of books. 
 
 
   
Question 1.5 
 
(1) 
More accurate product costing information is produced by assigning costs 
using 
  
   
A volume-based, plant wide rates.   
B volume-based, departmental rates. 
 
 
C activity-based pool rates. 
 
 
D All of the above produce accurate product costing information. 
 
 
    
Question 1.6 
 
(1) 
Under which of the following conditions is net income higher under 
absorption costing (relative to variable costing)? 
  
   
A Current period production exceeds sales.   
B Inventory is reduced during the current period.  
 
 
C Sales prices are rising. 
 
 
D Net income is higher under absorption costing under all conditions. 
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Question 1.7 
 
(1) 
Cost-volume-profit models assume that   
   
A the sales mix may vary among multiple products. 
 
 
B unit selling prices are constant. 
 
 
C inventories are dynamic and subject to change.  
 
 
D the total cost function is quadratic. 
 
 
    
Question 1.8 
 
(1) 
An important qualitative factor to consider regarding a special order is the 
 
  
   
A variable costs associated with the special order. 
 
 
B avoidable fixed costs associated with the special order. 
 
 
C effect the sale of special-order units will have on the sale of regularly 
priced units.  
 
 
D incremental revenue from the special order. 
 
 
    
Question 1.9 
 
(1) 
A budget based on additions and subtractions from last year's budget is   
   
A a zero-base budget. 
 
 
B a continuous budget. 
 
 
C an incremental budget. 
 
 
D none of these. 
 
 
    
Question 1.10 
 
(1) 
For better control of direct material prices, when should direct material 
price variance be recognised? 
  
A when material is purchased. 
 
 
B when material is issued from the storeroom. 
 
 
C when material is put into production. 
 
 
D when production is completed. 
 
 
Student number                       
 
6 | P a g e  
 
Question 1.11  (2) 
If total warehousing cost for the year amounts to R350 000 and 40% of the 
warehousing activity is associated with finished goods and 60% with direct 
materials, how much of the cost would be charged as a product cost? 
  
   
A R70 000. 
 
 
B R140 000. 
 
 
C R210 000. 
 
 
D R350 000. 
 
 
    
Question 1.12 
 
(2) 
The following information pertains to Arbee and Daughters (Pty) Ltd: 
 
Opening inventory 1 000 units 
Closing inventory 6 000 units 
Direct labour per unit R40 
Direct materials per unit R20 
Variable overhead per unit R10 
Fixed overhead per unit R30 
Variable selling and admin. costs per unit R6 
Fixed selling and admin. costs per unit 14 
 
The absorption costing net income would be ____ variable costing net 
income. 
  
    
A R150 000 greater than   
 
 
B R150 000 less than  
 
 
C R240 000 less than 
 
 
D R240 000 greater than 
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Question 1.13  (2) 
A company had the following projected information for 2019: 
Selling price per unit R150 
Variable cost per unit R90 
Total fixed costs R300 000 
 
What is the contribution margin ratio? 
 
 
   
A 0.400  
 
 
B 1.667  
 
 
C 2.500  
 
 
D 0.600   
    
Question 1.14  (2) 
Mali (Pty) Ltd produces two products using the same manufacturing 
equipment. Information about the two products is as follows: 
 
 Tim Baktu 
Sales R15 R35 
Variable costs R5 R10 
Machine hours required 0.5 2.0 
Demand (units) 30 000 10 000 
Demand (machine hours) 15 000 20 000 
 
If Mali can produce only one of the products in the next period, which 
product should be produced? 
 
  
  
A Tim should be produced because it requires less machine hours. 
 
 
B Baktu should be produced because it generates more revenue. 
 
 
C Baktu should be produced because it generates more contribution 
margin per unit. 
 
 
D none of the above. 
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Question 1.15 
 
(2) 
WJE Company has only 4 000 machine hours available each month. The 
following information on the company's three products is available: 
 
 Product 
  AA   
Product 
  BB   
Product 
  CC   
Contribution margin per unit R10 R13 R5 
Machine hours per unit    2 1.5 0.5 
 
If demand exceeds the available capacity, in what sequence should orders 
be filled to maximise the company's profits? 
 
  
    
A Product AA first, Product BB second, and Product CC third. 
 
 
B Product BB first, Product AA second, and Product CC third. 
 
 
C Product CC first, Product BB second, and Product AA third.  
 
 
D Product CC first, Product AA second, and Product BB third. 
 
 
    
Question 1.16  (2) 
Shukushukuma (Pty) Ltd uses an annual cost formula for overhead of  
R72 000 + R1.60 for each direct labour hour worked. For the upcoming 
month, Arlo plans to manufacture 96 000 units. Each unit requires five 
minutes of direct labour. Arlo's budgeted overhead for the month is: 
 
 
   
A R12 800. 
 
 
B R18 800. 
 
 
C R84 800. 
 
 
D R225 600.   
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Question 1.17  (2) 
BookerT (Pty) Ltd manufactures books. Manufacturing a book takes 10 
units of A1 and 1 unit of A2. Scheduled production of books for the next 
two months is 1 000 and 1 200 units, respectively. Beginning inventory is 
4 000 units of A1 and 30 units of A2. The ending inventory of A1 is planned 
to decrease 500 units in each of the next two months, and the A2 inventory 
is expected to increase 5 units in each of the next two months. 
 
How many units of A1 does the company expect to use in production 
during the second month? 
 
 
A 10 000 units.  
 
 
B 10 750 units. 
 
 
C 12 000 units.  
 
 
D 12 500 units.    
    
Question 1.18  (2) 
During October, 16 000 direct labour hours were worked at a standard cost 
of R6 per hour. If the labour rate variance for October was R4 000 
unfavourable, the actual cost per labour hour must be 
 
 
 
A R6.25. 
 
 
B R6.00. 
 
 
C R5.75. 
 
 
D None of the above.   
   
Question 1.19  (2) 
In its first month of operations, Multiplex (Pty) Ltd purchased 40 000 kg of 
material for R3.40 per kg. The company used 38 000 kg of the material to 
produce 18 000 units of its only product. Multiplex uses a standard cost 
system and its standard quantity and price per unit are 2 kg at R3.50 per 
kg. Calculate what the material usage variance for the month was 
 
 
A R2 000 Favourable. 
 
 
B R15 000 Favourable. 
 
 
C R6 800 Unfavourable. 
 
 
D R7 000 Unfavourable.   
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Question 1.20  (2) 
Below is an income statement for The Thompson (Pty) Ltd: 
Sales R400 000 
Variable cost (R125 000) 
Contribution R275 000 
Fixed cost (R200 000) 
Profit before taxes R75 000 
 
Thompson’s degree of operating leverage is: 
 
 
A 0.19. 
 
 
B 0.27. 
 
 
C 3.67.  
 
 
D 5.33.    
    
Q1 MARK 
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SECTION B [20 marks] 
QUESTION 2  (10 marks) 
Saam Sokolo (Pty) Ltd is a medium-sized manufacturing company. They have two 
support departments (S1 and S2) and two producing departments (P1 and P2). 
Management of the company used to allocate service department costs to producing 
departments equally. Once the first allocation was done the second allocation would 
be to apply these manufacturing overhead costs to products using direct labour hours.  
The company’s new accountant believes that the first allocation is inaccurate and must 
be corrected to use the direct method.  
 
The accountant has gathered the following information for you to use in calculating 
appropriate predetermined manufacturing overhead rates of Saam Sokolo:   
 
Estimated direct costs and percentages of services used by these departments are as 
follows: 
 
 USED BY DEPARTMENT 
Support Dept. S1 S2 P1 P2 
 S1 - 10% 40% 50% 
 S2 20% - 50% 30% 
      
Direct costs R45 000 R80 000 R100 000 R150 000 
Direct Labour hours   10 000 12 000 
 
REQUIRED: 
2.1 Describe the differences between support and producing departments 
and give an example of each.  
 
(4) 
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2.2  Using the accountant’s information, calculate the correct 
predetermined manufacturing overhead rate for the producing 
departments (P1 and P2).  
(6) 
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QUESTION 3  (10 marks) 
Biashara (Pty) Ltd prepared the following budgeted income statement:  
 
BIASHARA (PTY) LTD 
BUDGETED INCOME STATEMENT 
FOR THE YEAR ENDING 30 SEPTEMBER 2019 
Sales  R750 000 
Less variable costs:  (R400 000) 
  Variable manufacturing costs R280 000  
  Variable selling costs R120 000  
Contribution margin  R350 000 
Less fixed costs:  (R210 000) 
  Fixed manufacturing costs R130 000  
  Fixed selling and administrative costs R80 000  
Operating income  R140 000 
 
The projected income statement was based on sales of 100 000 units. Biashara has 
the capacity to produce 120 000 units per annum.  
 
REQUIRED: 
3.1 State whether the income statement above was prepared using the variable 
costing system or the absorption costing system and briefly discuss a reason 
for your classification.  
(2) 
 
 
 
 
 
3.2 Calculate the break-even point in units.  (2) 
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3.3 Calculate the margin of safety and briefly explain what your answer means.  (2) 
 
 
 
 
3.4  The sales manager believes the company could increase sales by 8 000 units 
if advertising cost were increased by R22 000.  
Calculate the effect on income if the company increases advertising cost. 
(2) 
 
 
 
 
 
3.5 Calculate the maximum amount the company should pay for advertising if the 
advertising would increase sales by 8 000 units. 
(2) 
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SECTION C [50 marks] 
QUESTION 4 (25 marks) 
Harare Tees (Pty) Ltd manufactures urban culture fashion, specifically branded t-
shirts. The Harare Tees brand became popular in 2015 after producing a collection 
inspired by the Zimbabwean township, Highfields, under the tagline, ’MADE IN FIO.’ 
Since then, the company has gone to create many more urban-inspired t-shirts in 
Southern Africa.  
You are a junior financial officer and have been provided with the following information 
for the month ended 31 October 2018: 
 R 
Cash 90 000 
Trade Receivables 540 000 
Inventory 300 000 
Equipment 2 070 000 
TOTAL ASSETS 3 000 000 
  
Trade payables 630 000 
Bank loan 145 000 
TOTAL LIABILITIES 775 000 
 
Additional Information: 
Assume that today is 1 November 2018. The company is in the process of updating 
their budgets for the month of November 2018. A number of budget items have already 
been prepared, as stated below: 
a) Sales are budgeted at R2 000 000 for November. Of these sales, 30% will be 
for cash; the remainder will be credit sales. One-half of a month’s credit sales 
are collected in the month the sales are made, and the remainder is collected 
in the following month. The outstanding receivables as at 31 October 2018 will 
be collected in November. 
b) Purchases of inventory are expected to be a total of R1 200 000 during 
November. These purchases will be purchased on credit.  40% of all purchases 
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are paid for in the month of purchase; the remainder is paid in the following 
month.  
c) The 30 November inventory balance is budgeted at R400 000. 
d) Operating expenses for November are budgeted at R720 000, exclusive of 
depreciation. These expenses will be paid for in cash. Depreciation is budgeted 
at R20 000 for the month. 
e) The outstanding bank borrowing on the 31 October balance sheet will be paid 
during October, with 15% interest. (All of the interest relates to October.) 
f) A new clothes printing machine costing R65 000 will be purchased for cash 
during November. 
g) During November, the company will borrow R200 000 from its overdraft facility. 
The overdraft will be due for repayment in six months. 
REQUIRED: 
4.1 Budgeting is an important part of planning and control in 
management accounting.  
i. Define planning and control; and   
ii. Briefly explain how budgets are used in planning and in 
control.  
 
(4) 
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4.2 Compare and contract zero-base budgeting with incremental 
budgeting.  
(3) 
 
 
 
 
 
 
 
4.3 
 
Using the format below, prepare a cash budget for October 
2018. Support your budget with schedules showing budgeted 
cash receipts from sales and budgeted cash payments for 
inventory purchases. 
 
(15) 
 
Opening cash balance  
R  
 
Cash receipts from sales (Calculation 1)  
Total cash available   
Disbursements:  
   Purchase of inventory (Calculation 2)   
   Operating expenses   
   Purchase of printing machine   
Total cash disbursements   
Balance before financing transactions  
Financing:  
   Borrowing—overdraft   
   Repayments—loan   
   Interest   
      Total financing   
Closing cash balance   
 
 
  
Student number                       
 
18 | P a g e  
 
 You may show your workings in the spaces provided below.  
CALCULATION 1: CASH RECEIPTS FROM SALES 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
CALCULATION 2: PURCHASE OF INVENTORY 
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OTHER CALCULATIONS 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
4.4 
 
List three advantages of budgeting.  
 
(3) 
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QUESTION 5 (25 marks) 
THIS QUESTION CONSISTS OF TWO INDEPENDENT PARTS.  
PART A (10 marks) 
Maatskappy (Pty) Ltd produces and sells various products. One of the products it 
produces is Skappy, which sells at R120 per unit. The demand for Skappy is 200 units 
per month. However, due to capacity constraints, they can only make a maximum of 
120 units of Skappy. The absorption cost of producing one unit of Skappy is as follows:  
Direct Material  R27 
Direct Labour R30 
Fixed Manufacturing Overheads * R30 
 R87 
* Fixed overheads are applied using a plantwide overhead rate based on machine 
hours.  
New information has emerged that government has imposed a special levy on the 
production of Skappy. Maatskappy would need to pay R2 000 on a monthly basis for 
every month that Skappy is produced. This levy is effective immediately.  
The procurement manager has found a supplier based in Malawi that can supply as 
many units of Skappy at a cost of R88. She is considering using the supplier and needs 
advice from you, the management accountant.  
 
REQUIRED: 
5.1 Calculate the financial benefit, if any, of buying the additional 80 units 
of Skappy from the Malawian supplier.  
(2) 
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5.2 Calculate whether Maatskappy should outsource the production of 
the 120 units of Skappy for the following month. 
(5) 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
5.3 
 
Discuss three qualitative factors that Maatskappy should consider 
in its decision to outsource the production of Skappy.   
 
(3) 
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PART B 15 marks 
A manufacturing company manufactures one item using one ingredient. The company 
has been using standard costing for the past couple of years successfully. The 
company has planned to make 10 000 units in the month of October 2018. They ended 
up making 12 000 units of the said product. The following information was made 
available to you:  
Material costs 
The company had planned to use 2kg, purchased at R15 per kg, to make one unit. 
Opening stock 0 
Purchases for October 2018 30 000 kg 
Issued to production  28 000 kg 
 
The company paid R66 000 for the October 2018 purchases. The material price 
variance is calculated immediately upon purchase of material.  
Labour costs 
Extract from the standard cost card:  
Direct Labour Costs (R28 per hour x 3 hours)   R84.  
The budgeted labour cost for the month were R80 000.  
The company paid its employees a sum of R1 008 000 for 33 600 labour hours.   
REQUIRED: 
5.4 Define a standard cost.  (1) 
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5.5 Many companies prefer to calculate material price variance when 
the material is bought instead of upon issue. Discuss possible 
reasons for their preference.  
(2) 
 
 
 
 
 
 
 
 
5.6 
 
Calculate all material and labour variances. 
 
(12) 
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APPENDIX: WORKINGS FOR SECTION A 
NOTE: NO MARKS ARE AWARDED FOR WORKINGS 
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